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ABSTRACT 
This study examines the current public policy on illicit drug laws. 
The research briefly reviews the history of drug laws, illicit drug toxicology 
and current drug policy strategies. The study concludes that the current 
policy has failed. 
The study reviews the financial aspects of the illicit drug trade-
money-laundering and its corrosive effects upon public and private 
components of society. The study notes the discussion of the implications 
of drug trade revenues and profits have been nearly nonexistent. The 
research concludes that the corrosive effects of illegal profits are more lethal 
to world governments than most other issues. 
In conclusion, the study briefly notes Western European approaches to 
drug policy. A four-step process is recommended to reexamine and 
reevaluate public policy in a globalizing world. 
1 
INTRODUCTION 
Formal and informal discussions among citizens of the United States 
occur daily concerning issues dealing with the symptoms of illegal drug use. 
Few people study the issue from a public policy perspective. Few people are 
willing to explore the history, economics, and political aspects of the issue. 
Recently, news articles have discussed single issues involved with 
illicit drug use: (1) U.S. can't defend racist drug policy1; (2) Drugs, the view 
from Britain2 ; (3) Iowa's costly prison binge3 ; (4) Paine Webber Receives Fine 
by U.K. Agency (money-laundering)4 ; (5) The movie, Traffic, dealing with a 
young addict turning tricks to support her habit5 ; and (6) "The War on 
Addiction," quoting former U.S. Drug Czar Retired General Barry McCaffey. 
Newsweek reports he suggests changing the name from "Drug War" to 
"Drug Cancer" and his number one recommendation upon leaving office was 
encouraging insurance companies to offer mental health and drug disorder 
coverage as they do for other illnesses. 6 
The daily news addresses the international implications, specifically, 
the near destruction of the once picturesque Colombia, South America. A 
recent TV special hosted by Geraldo Rivera (who filmed a visit to rebel FARC 
Territory) recorded the efforts of U.S. and Colombian militaries to interdict 
1 Des Moines Register, August 27, 2001. p. 7 A. 
2 Ibid, July 13, 2001, p. llA. 
3 Ibid, August 16, 2001, p. 12A 
4 Wall Street Journal, August 23, 2001, p. C18. 
5 Traffic, the movie. 
6 Newsweek, 'The War on Addiction', February 12, 2001, p. 37. 
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the cocaine from Colombia to the United States and Europe. The program 
noted the $1.2 billion in U.S. military aid to Colombia along with the 
introduction of U.S. military advisors. (Readers of news stories in the early 
1960's will recognize the terms military assistance and limited number of 
advisors sound bites). 
Sometimes Americans believe they alone have illicit drug problems. 
The need to look for a global solution to a global problem was demonstrated 
by a New York Times article: "Uneasy Iran begin to combat its scourge of 
cheap narcotics".7 Iran's Drug Czar says, "As long as people don't want to 
change, nothing will work." ... "That is fundamental. But we have begun to 
revise our past policies. Maybe in the future we will change the prison law 
as well." Iran is slowly recognizing that drug addiction is a disease. 
American's recognize the importance of economics (taxes) upon public 
policy. A focus of this thesis is the financial/fiscal effects of drugs on public 
policy. 
The paper begins with a toxicology overview of some of the current 
illicit drugs. The paper notes that current illicit drugs may have less 
addictive properties than nicotine or alcohol-legal substances. The paper 
then examines current U.S. public policy concerning illicit drugs. Current 
policy has a two-pronged attack: first, an attack upon the suppliers by 
interdiction and eradication; second, an attack upon the consumer (or 
7 New York Times, August 18, 2001. 
www.nytimes.com/2001/08/ 18/international/middleeast/ 18IRAN.htmltodaysheadlines 
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potential consumer) with educational programs and rehabilitation. An 
aspect of the illicit drug industry rarely discussed publicly is the financial 
component of the industry. It has been referred to as the world's third 
largest industry! The paper concludes by offering a process to formulate 
new policies to prevent a degradation or destruction of the current global 
democratic government trend. 
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LITERATURE REVIEW 
Some political issues must wait until the time is right for their 
solution. A review of the literature written on United States drug policy 
from abolition to legalization. Time is running out for the United States to 
grasp a historical opportunity to set appropriate national and international 
drug policy which answers political questions which have evolved since drug 
laws began in the United States in 1914. 
The need to act now. In a book by Barry Stimell, M.D. (1994), Drug 
Abuse and Social Policy in America: The War That Must Be Won, Dr. Stimwell 
takes up the traditional argument that marijuana is a gateway drug and 
leads to addictive, overpowering drugs (heroin and cocaine). Dr. Stimwell 
notes a comparison of costs of drug abuse with alcohol and tobacco abuse. 
He also notes that alcohol and tobacco products provide legal revenues 
(incomes of individuals) to the economy of more than $59 billion annually. 
Dr. Stimwell notes that 40% of industrial fatalities have been related to drug 
use in the workplace. However, Dr. Stimwell notes that in 1994, 59% of 
federal prisoners were incarcerated for drug charges. In 1990, one in three 
persons were being sentenced for drug related problems. Dr. Stimwell 
briefly notes that illicit drug money-laundering may generate from $300 to 
$750 billion annually. 
Dr. Stimwell also notes that even though the United States has 
attempted to abolish drug use, the supply of drugs has increased. Dr. 
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Stimwell's major concern is the corruption which the illicit drug industry 
brings to bear on business and government. 
Arguing the opposite concerning the effects of drugs is Dr. David F. 
Musto, M.D. (1973), in The American Disease. Dr. Musto argues that 
marijuana has not been shown to be a habit forming substance. In fact, 
congressional studies support his conclusion. Dr. Musto notes that there 
have been no significant international conferences on international illicit 
drug issues since prior to World War II. Dr. Musto suggests that the twin 
reasons for the failure of international conferences are: ( 1) There is no 
world government or world enforcement mechanism to enforce any world 
agreement; and (2) American business has attempted to open China to 
American business interests, but China has been a major user of opium 
products. 
In his book, Drug Crazy, Mark Grey ( 1998) reviews the history of drug 
laws. Prior to 1914 there were very few state or federal laws controlling 
marijuana, cocaine and similar illicit drugs. After prohibition was rejected, 
alcohol gained a favored status and laws were repealed. However, drug laws 
were enhanced. The drug laws were enhanced because of inaccurate 
(fraudulent) scientific arguments presented to lawmakers. Grey introduces 
the reader to the British experiment with attacking the drug issue as a 
medical problem. The British have experimented with diagnosing drug 
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addicts like alcoholics and defining the problem as a disease. For political 
reasons the British have terminated their medical approach. 
Several books and articles discuss the corrupting influence of the 
major drug organizations. In Dr. Stimwell's book, Drug Abuse and Social 
Policy in America: The War That Must Be Won, he notes a concern about 
money-laundering and its corrupting influence on governments. In the 
book, Latin America and the Multinational Drug Trade, editors Elizabeth 
Joyce and Carlos Malamud ( 1998) argue that the major international drug 
organizations present a grave threat to democracy. The editors discuss the 
corrupting effects on Colombia, Mexico and other countries due to the 
tremendous drug profits from drug sales and money-laundering. The 
editors note two major threats to the world's democracies: ( 1) The attack on 
institutional integrity, public health and moral values; and (2) The 
erroneous policies and major economic impacts of current policies. The 
editors warn that the drug organizations are global. 
James R. Richards (1999) writes in Transnational Criminal 
Organizations, Cybercrime and Money-laundering about six major global 
crime organizations and their threat to legitimate governments. The 
majority of income from the global criminal organizations comes from drug 
sales and illicit money-laundering. Significantly, the author notes that the 
laundering of illicit drug money is the third largest industry in the world, 
only behind global auto sales and legal currency exchange profits. The 
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threats of transnational criminal organizations to modern democracies are 
substantial. The major portion of these organization's finances are drug 
sales or illicit money-laundering profits. 
In his book, The Geography of fllegal Drugs, George F. Rengert (1996) 
discusses the different drug marketing systems. Drug production moves 
from country to country depending on laws and law enforcement efforts to 
irradiate conditions. Mr. Rengert also spends some time noting that drug 
dealers are the persons likely to be involved with violence because there is 
no court remedy for disagreements. Therefore, the drug policy of making 
certain drugs illegal creates a business industry which has no recourse to 
the court system and the industry creates its own system of dispute 
resolution, usually dealing with violence. 
In his work, Economic Anatomy of a Drug War, David W. Rassmussen 
( 1994) discusses the effects of the law enforcement system on national drug 
policy. Since law enforcement agencies received increased budgets from a 
policy calling for abolition of illicit drugs, none of these organizations want 
to change policy to reduce their budget. Mr. Rassmussen also discusses the 
different drug markets including the market for marijuana, cocaine and 
heroin. Mr. Rassmussen notes that all drug markets have substantial 
corrupting impacts on government and business. 
Several authors help evaluate the illicit drug money-laundering 
system and estimate profits. Robert E. Gross (2001) wrote Drugs and 
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Money-laundering in Latin America. Mr. Gross notes that the Colombia drug 
lords make profits of approximately $2 billion annually in the drug trade. 
Writing in the work Drugs and Rights, Douglas Husak ( 1992) outlines 
a theory for legalization of illicit drugs. Mr. Husak's arguments are based 
on the political philosophy of John Stewart Mill arguing that an individual is 
able to maximize their own interests under the philosophy of utilitarianism. 
This philosophy would not justify governmental control over drugs for 
"recreational purposes" for adults in the United States. Mr. Husak argues 
that the metaphor of "war" on drugs in inappropriate. Mr. Husak argues 
that alcohol and tobacco have the same addictive properties as many drugs 
and have not been outlawed. Thus, if a policy were politically consistent, it 
would either legalize all substances based on the John Stewart Mill theory of 
utilitarianism or outlaw all substances under a broader theory of a duty of 
government to provide safety for its citizens. Mr. Husak notes that certain 
drugs have enhanced potencies and those matters need to be dealt with in 
future public policy debates. 
On an international political level, Mr. Husak argues that a "war on 
drugs" attacks a supply chain of illicit drugs in other countries. This 
involves the United States and the internal affairs of other countries. 
Further, Mr. Husak argues that the increase in attacks on the "war on 
drugs" requires an increase in a reduction of civil liberties (increased search 
and seizures, wire taps and the like). Mr. Husak argues that a New York 
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Times article suggested that nicotine causes more deaths (between 350,000 
and 430,000 annually). He notes the next highest number of fatalities is 
alcohol creating between 50,000 and 250,000 deaths annually. 
Another book, entitled The Dilemma of Dro,g Policy in the United States 
by Elaine B. Sharp (1994), attacks the term "drug war". Ms. Sharp notes 
that both the Nixon and Carter administrations called for a study of drug 
laws. Both administration's study committees recommended the 
decriminalization of personal marijuana use. Ms. Sharp's work also notes a 
congressional study which indicated that there had been no finding of 
serious medical consequences relating to the use of marijuana. Ms. Sharp's 
research indicated that there appeared to be a 30% "cure" rate of persons 
using drugs over several years. Her conclusion was that lifestyle changes 
resulted in the reduction of the use of illicit drugs in many cases. Ms. 
Sharp noted an increase in drug prevention through education. Ms. Sharp's · 
data revealed that in 1979 there appeared to be a mere $6.2 million spent in 
drug prevention education. That amount increased sharply through 1992 
when $627 million was spent on drug prevention programs. Ms. Sharp 
notes that $6.47 billion annually is spent on domestic drug law 
enforcement. She includes in her calculation the DEA, various task forces, 
sheriff departments, police departments and others involved in drug law 
enforcement. As the number of agencies increased, the attempts to 
calculate estimated expenses increases. Ms. Sharp also notes two 
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significant negative impacts from the drug war: (1) corruption (bribes and 
others); and (2) civil liberty violations. Ms. Sharp notes several key 
components for national drug policy but suggests legalization is not 
politically feasible. She notes that there have been two primary reasons for 
the failure of the United States drug policy: (1) no evaluation of current 
policy; and (2) no policy development based on changing dynamics in 
society. 
Public Policy Issues 
The focus of this paper permits policymakers to reevaluate current 
public policy issues dealing with illicit drugs. The issue is more complex 
because illicit drug issues are global. Public policy must consider both 
domestic public policy and global public policy. 
Domestic public policy is affected by input from a variety of interests.8 
Government is responsible for fundamental services for citizens. One 
fundamental service is safety of citizens. Illicit drug policy requires a 
reexamination of the effects of these substances on individuals. Alcohol and 
tobacco have negative effects on people but they are deemed acceptable 
risks for our society. Are illicit drugs more "unsafe" than alcohol or 
tobacco? Is "addiction" the concept that requires the government to 
respond currently with laws abolishing illicit drugs? Are there other 
8 Groups, Interests and U.S. Public Policy, William P. Browne, Georgetown University Press, 
Washington, DC, 1998. Text has good discussions of interest groups and the formation 
of U.S. public policy. 
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variables that require laws to abolish these substances due to harms 
against citizens? 
Until recently, a factor nonexistent in the public policy debate is the 
corrosive impact of unconscionable revenues and profits earned from the 
illicit drug trade and money-laundering industry. Interest groups have not 
focused on the financial problems brought about by the illicit drug trade. 
Apart from historic adherence to abolition based on alleged serious addictive 
properties, no new debates have focused on the far more lethal issues 
involving illegal illicit drug trade and money-laundering profits and 
associated corruption. Domestic public policy requires interest groups from 
business, social groups, governments and others to examine the financial 
and fiscal threats to modern governments. 
In the international arena, globalization has had positive and negative 
impacts. The literature on the negative features of globalization has been 
nearly non-existent. New interest in terrorism has been awakened. 
Terrorism is just one, and a smaller subset of the negative consequences of 
globalization. Globalization requires a review of issues affecting nations 
around the world as if they were neighbors, because today, due to 
technology, transportation, financial flows and other factors, nations are 
neighbors. Events in one country can spread to others. Globalization is 
beyond interdependence. Globalization requires a higher level of 
cooperation than previously developed. 
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"We live in a world that is already in fact very different from the one 
which we have begun to comprehend, and by the time our comprehension 
has caught up with the new reality, the world is likely to be even more 
drastically different in ways that today may seem unthinkable" (Zbigniew 
Brzezinski, Out of Control9). 
Some argue globalization is the beginning of the end of nation-states 
that create a new global order. Others argue the "post-cold war" order is 
characterized by interdependence (national economies interdependent). 
Some issues, including those involving the illegal drug trade and money-
laundering, threaten the stability of any world order and require a global 
public policy to effectively defeat the cancer of corruption. 
Global public policy is much more diverse since there is no global 
government. Attempts at global regulation of money-laundering has met 
only limited success. The U.N., Group of 7, and other multinational 
organizations have attempted to focus some effort (mainly directed at 
financial institutions) on money-laundering. But the increase in drug 
trade/money-laundering profits continues. The cancer spreads. The 
Vietnam analogy continues. 
History of Drug Policy 
In the early 1800's, opium was generally available in the United 
States. The principal use for opium was as an ingredient in multi-drug 
9 As cited in Global Public Policy, Governing Without Government, Brookings Institution 
Press, Washington, DC, Wolfgang H. Reinicke, 1998, p. 1. 
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prescriptions. Since the analysis of chemicals was in its early stages, little 
was known about the chemical composition of opium or its effects upon 
humans. The generally observed effect seemed to be a calming effect on 
individuals. 10 As the nineteenth century progressed, Musto notes that 
chemical analysis progressed to a level that scientists were able to isolate 
key elements of cocaine. Morphine grew in popularity as a pain medication. 
Cocaine and morphine grew in popularity in the United States. Compared 
to other Western European countries, the United States had a higher 
proportion of addicts than other Western European countries. For an 
unknown reason, there appears to have been a high level of opium 
consumption in the United States during the nineteenth century. Per capita 
importation of crude opium appears to have peaked in 1896. Some writers 
attribute the importation to civil war and post-civil war issues. Indeed, the 
opium consumption had a rapid rise in the 1870's during the Indian War; it 
quickly outstripped the annual increase in population. 11 After 1896, the per 
capita import of opium appears to decline. In the early twentieth century, 
the United States called for an international conference on opium trade 
between nations. The United Stated had seen the addictive properties of 
morphine and began to become alarmed. Responsible medical schools 
warned physicians about the addictive properties of morphine. 12 
10 American Disease by David F. Musto, M.D., 1973. 
11 Ibid, p. 2. 
12 Ibid, pp. 4 & 5. 
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Records of the early 1900s suggest that the United States had a 
relatively large addict population (perhaps as large as 250,000). 13 In the 
1920s, the number of addicts appeared to have declined to approximately 
100,000. 
The first major federal drug control law was the Harrison Act which 
became effective in 1915. The main deterrent of the Harrison Act was 
criminal sanctions against physicians and druggist who appeared to over-
prescribe narcotics.14 
The development of the drug laws has been separate and distinct from 
those governing alcohol or tobacco. Restrictions on use of alcohol, an 
intoxicating and addictive substance, were withdrawn after prohibition. 
What the United States created were alcohol organizations that were very 
profitable. It does not appear from the literature currently available that 
any evaluation or review was undertaken to discuss the relative addictive 
nature of drugs. Predictably, the criminalization of drug laws has created 
extremely wealthy criminal organizations globally. The wealth and 
corrupting influences of extravagant wealth lead the United States and 
world into a battle in which they are ill-prepared to win. 
13 Ibid, p. 5. 
14 Ibid, p. 5 (see also pp. 253 - 254). 
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ILLICIT DRUG TOXICOLOGY 
Before public policy can be intelligently reviewed, the toxicology and 
addictive properties of illicit drugs must be investigated. In this paper, the 
word drugs will be used to describe what more technically may be defined 
as "illicit drugs". For the purposes of this paper, a drug is marijuana, 
cocaine (or derivative), heroin, amphetamines (or derivatives) and the like. 
The United States laws and state laws have categorized these substances as 
"controlled substances". Controlled substances are divided into categories 
based on most addictive to least addictive substances. For example, a 
schedule I controlled substance is deemed to be the most addictive (five 
levels are specified). 
A brief review of several drugs is necessary to understand the 
concerns the public expresses concerning selected drugs. An elementary 
understanding of the toxicology of various drugs can be found in the 
Handbook of Medical Toxicology, by Peter Viccellio, M.D.i 
Opioids are drugs derived from opium or morphine and formally 
called opiates. These drugs, in pure form, are typically white crystalline 
powders, soluble in water and alcohol. There appear to be four receptor 
subtypes or mechanisms of action: Those that create euphoria and physical 
16 
dependence; sedation; hallucinations; and those that mediate affective 
behavior. 15 
Hallucinogens, also known as psychedelics, are characterized by their 
ability to produce visual illusions, sensory distortions, depersonalization 
and derealization. These types of drugs are usually LSD, peyote and the 
like. Sometimes, marijuana is placed in this category. LSD was first 
synthesized in 1938. Its street name is acid. It is generally sold in 
capsules, tablets, powder and in substances such as sugar cubes, animal 
crackers, chewing gum and the like. LSD is more potent than other 
hallucinogens and is usually ingested orally. Effects take place within 30 
minutes, peak within 3 - 5 hours and appear to last from 8 - 12 hours. The 
most common reaction is acute panic reaction with frightening illusions. 
The drug has a potential to impair judgment leading to irrational behavior, 
sometimes leading to suicide or homicide. 16 
Marijuana, the most commonly noted illegal drug in the United 
States, accounts for few visits to physicians. Intoxication usually occurs 
after a few minutes, peaks in 20 - 40 minutes and lasts approximately 2 - 6 
hours. Patients may demonstrate poor coordination and difficulty with 
short-term memory. The substance rarely produces serious immediate 
complications. However, it may contribute to accidents resulting in 
15 Handbook of Medical Toxi.cology, 1993, p. 569. 
16 Ibid, p. 585. 
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significant morbidity and mortality. An element of marijuana is noted to 
cross the placenta and accumulate in breast milk. 17 
Amphetamines are drugs that cause marked central nervous system 
stimulation. It has been used by World War II combat veterans in the 
combat environment to increase wakefulness. During the 1960's and 
1970's, the drug was legal with prescription, but today it has been diverted 
into illegal substances and its potency and purity vary significantly. Street 
names include bennies; black beauties; eye openers; pep pills; purple 
hearts; speed; truck drivers; and so forth. The central nervous effects of 
amphetamines last longer than those of cocaine. 18 
Cocaine19 is a substance that has been used for centuries for its 
psychoactive and sympathomimetic effects. Cocaine is currently one of the 
more regularly used illicit drugs. It is used by emergency room physicians 
and plastic surgeons as a topical anesthetic and vasoconstrictor. Cocaine 
blocks nerve impulses. 
Alcohol is one of the more common poisonings commonly encountered 
in hospital emergency rooms. 20 Nicotine is found in tobacco products. 
Smoking tobacco is the number one public health problem in the United 
States. It produces wide spread chroni~ effects and contributes to more 
than 350,000 premature deaths in the United States annually. 
17 Ibid, p. 603. 
1s Ibid, p. 606. 
19 Ibid, p. 612. 
20 Ibid, p. 616. 
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CURRENT DRUG POLICY POSITIONS 
Current drug policy makes drugs listed as controlled I and II 
substances illegal. Criminal penalties (depending whether possession or 
dealing) for state laws range from 2 days in jail to a maximum of 50 years in 
prison and a heavy fine; federal penalties range from 0-6 months to life 
imprisonment and $4 million in fines. From a policy or strategic point of 
view, the execution of strategies to enforce the prohibition of controlled 
substances focuses on a "supply" side approach or a "demand" side 
approach. 
Strategy of Supply Reduction 
A supply side strategy would involve the destruction and interdiction 
of illicit drugs from the point of origin to the consumer. Drugs are produced 
and distributed internationally and domestically. The attack on the supply 
side involves United States foreign policy issues. 
The supply of illicit drugs coming to the United States, comes from 
well-known source countries. The "National drug control Strategy' notes the 
source countries as Colombia, Peru and Bolivia for the global distribution of 
cocaine. Source countries for global heroin production include: Southeast 
Asia, Southwest Asia, Turkey, Colombia, Mexico and Guatemala. 
The director of our National Strategy 1999, Barry R. Mccaffrey, states 
that our national strategy is focused on shrinking America's demand for 
19 
drugs and attacking the supply of drugs. 21 The cost of drug policy on 
society is substantial. The National Strategy 1999 notes: 
Drug offenders account for 25% of the growth in the state 
prison population and 72% of the growth in the federal prison 
population since 1990 ... Since the Southwest border is a major 
gateway for the entry of illegal drugs to the United States, the 
Strategy focuses on this area to synthesize technology, 
intelligence and operations, and work cooperatively with Mexico 
to decrease drug trafficking. 
The National Strategy 1999 outlines the strategy for supply 
interdiction. The national strategy is a multinational effort focused on the 
Caribbean, Central America, European, far eastern and transoceanic region. 
The national strategy includes coordination with the United Nations (U.N.), 
the European Union (E.U.) and the Organization of American States 
(O.A.S.). 
The National Strategy 1999 clearly notes the tactics of fighting the 
drug supply battle are fluid and require new tactics constantly. When a 
supplier is shut down, another opens. Geographically, when the United 
States has shut down producers of marijuana, individuals have begun to 
produce marijuana in the United States. Five states seem to have grown a 
significant amount of marijuana: Nebraska, Missouri, Oklahoma, Hawaii 
and Kentucky. 22 In the international environment, specifically with Mexico, 
21 Office of National Drug Control Policy, 1999, "National Drug Control Strategy," p. 5. 
22 The Geography of fllegal Drugs, G. Rengert, 1996, p. 13. 
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when the United States puts one drug organization out of business, another 
one appears.23 
The main theme of the National Strategy 1999 is to break foreign and 
domestic drng sources of supply. The cost to some U.S. allies has been 
tremendous. In South America, Colombia has been ripped apart in the last 
30-years by drug problems. The country has disintegrated into three sub-
areas: (1) area controlled by government; (2) area controlled by guerillas 
with a different political agenda; and (3) area controlled by narco-
traffickers. 24 
A major tool that the United States uses to enlist the support of 
foreign nations is certification for drug war assistance. Mexico continues to 
receive such certification despite the known fact that Mexico is the major 
source of illegal drugs coming into the United States. This raises the issue 
of whether the United States' interest in NAFTA has overcome its interest in 
eradicating the drug threat from Mexico. In Latin America and the Multi-
National Drng Trade, the editors note that after 15 years, eradication in 
Mexico has been mostly unsuccessful.25 Mexico is the primary supplier of 
marijuana, cocaine and heroin. 26 
23 Ibid, p. 31. 
24 Latin America and the Multi-National Drug Trade, E. Joyce & C. Malamud, 1998, ch. 3. 
25 Ibid, p. 33. 
26 Ibid, p. 134. 
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Mexico appears to be a country, which has substantial institutional 
corruption.27 Economically, the drug trade is significant to Mexico. In 
1988, close to 1.25% of GDP was generated from the drug trade.28 In Latin 
America and the Multi-National Drug Trade, the editors note that certain 
factors favor drug organizations. These factors include a weak legal system, 
favorable environment (people supporting the drug organization because of 
the creation of jobs), reputation of power (weak central government) and a 
lack of international drug strategy.29 
The authors note that contributing factors include: a lack of an 
aggressive media, poverty, easy enrichment from the drug trade, 
ineffectiveness of the justice system and loss of traditional values and a lack 
of public debate on public issues. Policies which assist with fighting the 
aforementioned factors really assist with a reduction in the economic and 
social power of the illicit drug business. The argument has been made that 
NAFTA may contribute to the rehabilitation of the Mexican middle-class by 
reducing poverty and replacing the easy enrichment from the drug trade 
with legitimate employment opportunities. Mexico will need significant 
changes in its legal system to move to the next level of economic and 
political development. 
27 Ibid, p . 135. 
2s Ibid, p. 138. 
29 Ibid, p. 3. 
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Strategy of Demand Reduction 
The demand strategy focuses on tactics dealing with reducing 
consumption. The United States strategy of attacking the drug issue 
through demand reduction has received sharp criticism. Writing in The 
Dilemma of Drug Policy in the United States, Elaine B. Sharp (1994) notes 
that from 1973 through 1979 there was a low level of funding for 
educational programs. In comparison, in 1979, there was $6.2 million 
spent on demand reduction programs; in 1980, $12.8 million; in 1981, 
$16.1 million; in 1987, $247 million; and in 1992, $627 million spent on 
drug prevention programs. Ms. Sharp argues that effective prevention 
programs need to equip American youth with specific skills and 
psychological support so that they are less likely to be overwhelmed by peer 
pressure pressing for experimentation with illicit drugs. She notes that 
social and recreational activities present an alternative to drug lifestyles. 
Ms. Sharp supports active DARE programs and encourages schools to 
create "codes of conduct" for drug free lifestyles. 30 
Ms. Sharp notes that the downside of the demand attack appears to 
be the lack of evaluation of programs. Ms. Sharp notes that the domestic 
drug law enforcement expenditures could exceed $6.5 billion annually 
(agencies involved include: DEA, task forces, police departments, sheriff 
departments and others). 
30 The Dilemma of Drug Policy in the United States. Elaine B. Sharp, 1994. 
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The State of Iowa has an Office of Drug Strategy. The office files a 
report annually. In the Iowa Drug Control Strategy 2000, the report noted 
adolescents have increased their consumption of illicit drugs in recent 
years. The report assumes the best way to attack the problem is through 
drug education and prevention. However, the solution to the juvenile drug 
problem cannot simply be focused on the juvenile. 
Current times bring a surprising array of dysfunctional families. 
Some homes are involved with domestic abuse, drug abuse, alcohol abuse 
or other maladies (gambling addictions, etc ... ). The United States has a 
more fractured or diverse society than previous times in our history. A 
solution to the demand attack must take into consideration the juvenile's 
environment, medical and psychological condition and attachment to other 
socially beneficial customs. The demand reduction strategy must take into 
consideration the high-risk environment in which a juvenile resides. 
Evaluation of Supply /Demand Strategy 
Observers note that the United States drug policy based on attacks to 
supply and demand have been universally unsuccessful. (Some note that 
the failure is similar to the failure of the welfare program through 1995). 
Dr. Stimell, writing Drug Abuse and Social Policy in America- The War That 
Must Be Won, notes that the federal drug strategy is a blueprint for failure.3 1 
Dr. Stimell notes that the international sanction for countries who do not 
3 1 Drug Abuse and Social Policy in America: The War That Must Be Won, B. Stimell, 1994. 
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assist with drug interdiction is decertification, political and economic 
sanctions. However, in actuality, the decertification becomes very political. 
As U. S. efforts to interdict the supply globally has increased, domestic 
production of illicit drugs has increased. 
Elaine Sharp ( 1994), in The Dilemma of Drug Policy in the United 
States, notes that the United States policy has been to define illicit drugs as 
criminal rather than medical. She believes U.S. policy has focused on 
supply side efforts until 1994. The focus on supply side has caused the 
failure of the "drug war". She notes two key issues in the failure of drug 
policy: ( 1) Policy evaluation. There has not been a thorough and extensive 
evaluation leading to a defined attempt to reduce the effects of illicit drugs 
on Americans. Some of the issues left open are definitions of drugs and 
other related issues. (2) Policy development. The policy of the federal or 
state governments is limited by improper definitions which make policies 
inadequate and incomplete. 
David W. Rasmussen and Bruce L. Benson (1994), in The Economic 
Anatomy of a Drug War, note the indirect cost of drug enforcement appear to 
be lower standards for some civil liberties ( search and seizure issues) when 
drugs are involved. The authors note that there appear to be shifts in 
public policy concerning incarceration when economics comes to bear on 
state budgets. For example, in Florida, statistics noted a 96% increase in 
convictions, however, those actually sentenced to prison fell from 50% to 
25 
33%. The prison sentence appears to be a function of overcrowding of 
Florida prisons. 
A report to Iowans titled, Iowa's Drug Control Strategy 2000, by the 
Iowa Drug Czar shows that alcohol is a contributing factor to violent crime 
over 10 times more frequently than drugs! Table 1 presents a comparison of 
the significance of alcohol and drugs on individuals convicted of violent 
crimes in Iowa in 1998. It was prepared by a group of experts and organizes 
substances from most addictive to least addictive based solely on each 
drug's properties. 
Table 1. Alcohol involvement in selected violent crimes, 1998 
Substance Involvement 
Offense Alcohol Drug Neither Both % Alcohol 
Involvement 
Murder /Non-Neg. Mansltr. 4 4 43 0 7.5 
Negligent Manslaughter 2 1 3 0 33.3 
Kidnapping 10 0 118 0 7.8 
Forcible Rape 53 8 627 10 9.0 
Forcible Sodomy 1 1 79 0 1.2 
Sex Assault with Object 2 0 58 0 3.3 
Forcible Fondling 30 10 772 8 4.6 
Robbery 36 3 1,258 1 2.9 
Aggravated Assault 933 82 4,794 88 17.1 
Simple Assault 2,086 121 16,207 150 12.0 
Intimidation 94 17 2,720 20 4.0 
Arson 12 0 674 0 1.7 
Domestic Abuse 1,286 128 5,017 129 20.0 
Iowa's Drug Control Strategy 2000, R. Bruce Upchurch, Des Moines. 
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Table 2 provides the relative ranking of drugs by their addictiveness 
as assessed by Harel Barzilai of the University of Chicago32 • Experts were 
asked two questions: (a) How easy is it to get hooked on these substances; 
and (b) How hard is it to stop using them? According to Barzilai, " ... a 
person's vulnerability to drug also depends on individual traits-physiology, 
psychology, and social and economic pressures ... the rankings reflect only 
the addictive potential inherent in the drug." 
Table 2. A ranking of today's commonly used drugs by their addictiveness 
Drug 
Nicotine 
Ice, Glass (Methamphetamine smoked) 
Crack 
Crystal Meth (Methamphetamine injected) 
Valium (Diazepam) 
Quaalude (Methaqualone) 
Seconal (Secobarbital) 
Alcohol 
Heroin 
Crank (Amphetamine taken nasally) 
Cocaine 
Caffeine 
PCP (Phencyclidine) 
Marijuana 
Ecstasy (MDMA) 
Psilocybin Mushrooms 
LSD 
Mescaline 
Rank 
100 
99 
98 
93 
85 
83 
82 
81 
80 
78 
72 
68 
57 
21 
20 
18 
18 
18 
32 Online: Accessed February 27, 2000: TOTSE - Ranking various addictive drugs. URL: 
harelb@magrathea.uchicago.edu. 
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LAUNDERING DRUG MONEY 
Money-laundering is a global business that has devastating social and 
economic consequences. Money-laundering provides the fuel for drug 
dealers, terrorists and others to erode the integrity of nations and the 
world's financial institutions. 33 
Money-laundering is a robust, corrosive, all consuming and dynamic 
activity that has far reaching consequences and effect.34 Along with the rise 
of the money-laundering business has been the historical rise of global 
organized crime organizations. Organized crime is so influential, that it has 
bought politicians, its corruption and money-laundering go hand in hand.35 
The result is that "this subversion of political processes combined with the 
adept manipulation of financial and business systems means that in 
affected countries (with a ripple effect all across the world) ... democratic 
institutions are corrupted, confidence in the country is eroded, the integrity 
of financial systems is destroyed and honest enterprise undermined and 
thwarted."36 
The drug cartels deal in cash of phenomenal volumes and weights. 
The size of the cash is so large that the drug cartels delegated the function 
33 Dirty Dealing: The Untold Truth About Global Money-laundering, Peter Lilley, Cogan Page, 
London, U.K., 2000. 
34 Ibid, p. 1. 
35 Ibid, p. 4. 
36 Ibid, p. 7. 
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of transferring profits back to Colombia to drug money - laundering 
specialists. 
Money-laundering has been defined as " ... the process by which one 
conceals the existence, illegal sources, or illegal application of income, and 
then disguises that income to make it appear legitimate; or - money-
laundering is the process of taking the proceeds of criminal activity and 
making these proceeds appear legal; or - money-laundering is the act of 
connecting funds devised from illegal activities into a spendable or 
consumable form. "37 
In opening remarks before a House Subcommittee hearing on money-
laundering, Chairman Bill McCollum (R) Florida, stated: "The magnitude of 
money-laundering can only be grouped in relationship to the global drug 
problem. The illegal drug business is now estimated to generate $800 
billion to $1 trillion annually; more than the entire global petrochemical 
industry ... Approximately 780 metric tons of cocaine are trafficked out of 
South America each year, of which, 640 metric tons are destined for the 
United States."38 
... The Mexican money-laundering problem has grown so bad 
that drug traffickers are now driving truck loads of cash to 
Mexico without being challenged. It is now estimated that $6 
billion to $30 billion in drug profits are laundered through 
Mexico annually, and its also estimated that more than $2.5 
billion in drug money is furnished back into Colombia each 
year; an amount equal to Colombia's annual income from coffee 
37 Transnational Criminal Organizations, J. R. Richards, 1999, pp. 43 - 44. 
38 U.S. House of Representative Subcommittee Hearings, 1999, p. 1. 
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sales and representing about 20 percent of Colombia's total 
exports.39 
In sum, the money-laundering business, as a subset of the illegal 
drug industry, is staggering. The illegal drug industry revenues are 
staggering. It should be apparent that the financial leverage of such a large 
industry is substantial. 
Money-laundering has been referred to as the means used to convert 
funds that proceed from illegal activities, such as narcotics trafficking, 
prostitution, casino gambling, skimming and many others, into financial 
uses that involve legal instruments. Generally, launderers attempt to 
convert proceeds into typical financial products such as bank deposits, 
securities investments (stocks and bonds), real estate and other such 
assets.40 
Drug money-laundering has evolved into a structured system to move 
money, the product of the illegal drug trade, from the point of sale to the 
originators of the product (illegal drug producers). The money-laundering 
system is composed of three operational stages: (1) money placement; (2) 
layering; and (3) integration.41 
The first stage presents the problem of moving cash from the point of 
sale to a form that can be efficiently forwarded to the producers (usually 
39 Hearing before the Subcommittee on Crime of the Committee on the Judiciary, House of 
Representatives, July 24, 1997, Serial No. 108, p. 2. 
40 Drugs & Money: Laundering Latin America's Cocaine Dollars, Robert E. Grosse, 2001, p. 
3. 
41 Money-laundering: A Guide ... Madinger & Zaolpany, 1999, p. 15. 
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Colombia or Mexico). This is called the placement stage. In large amounts. 
cash is difficult to move. It is heavy. It is easily noticed by law enforcement. 
It is not useful for large purchases. It gives no rate of return when stored. 
The second stage of the system of money-laundering is layering. 
Layering involves attempting to hide the source of money from law 
enforcement. Early money-laundering was accomplished by placing cash in 
foreign bank accounts. In 1970, congress passed the Bank Secrecy Act 
which attempted to create a "paper trail" to trace deposits to drug 
producers.42 
The third stage of the money-laundering system is integration. 
Integration involves making the source of money appear legitimate. 
Legitimate money permits the drug producers to appear legitimate.43 
Money-laundering has become its own criminal specialty. There are 
at least 6 major international criminal organizations that are involved in 
money-laundering: (1) Italian Mafia; (2) Camarra (Naples, Italy - alleged to 
have ties with the Russian mafia); (3) Russian Mafia (control of over 400 
Russian banks laundering over $250 billion per year); (4) Japanese Yakuga 
(dating from the 1600's); (5) Chinese Triads; and (6) Mexican Federation.44 
Profits for these organizations come from the illegal drug trade. It is 
estimated that the Chinese Triads control the eastern Asian heroin trade 
42 Ibid, p. 15. 
43 Ibid, p. 15. 
44 Transnational Criminal Organization: Cybercrime and Laundering, J. R. Richards, 1999, 
pp. 5 - 21. 
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with annual profits in excess of $200 billion. 45 In comparison, the Mexican 
Federation is estimated to launder $7 billion annually (2.5% of Mexican 
economy's value). The Mexican Federation is a very violent organization. Its 
opponents have been beheaded to intimidate rivals. It has been reported 
that 90% of Tijuana's judges and prosecutors are on the cartel's payroll.46 
There are smaller international criminal organizations. Nigerian 
criminal gangs are alleged to transfer 40% of heroin heading to the United 
States.47 
In 1990, the U.S. Treasury Department created an organization to 
fight money-laundering. The new organization is a department within the 
U.S. Treasury. The department is named Financial Crimes Enforcement 
Network (FinCEN). 48 FinCEN provides strategic analysis and intelligence to 
foreign, federal, and state law enforcement and regulatory organizations 
concerning financial crimes in general and money-laundering in 
particular. 49 
FinCEN has studied money-laundering globally. It estimates that over 
$750 billion in illicit funds are laundered worldwide annually. It estimates 
$300 billion is laundered in or through the United States. Money-
laundering, as a business, has been compared to other global businesses: 
1996 gross sales of General Motors and Ford $301 billion; illicit money-
45 Ibid, p. 14. 
46 Ibid, pp. 21-24. 
47 Ibid, p. 25. 
48 Ibid, p. 124; see Website: http:/ /www.ustreas.gov/treasury/bureaus/fincen. 
49 Ibid, p. 124. 
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laundering could be the world's third largest "business", trailing only legal 
currency exchange and worldwide automobile production; and, the greatest 
source of money-laundering service needs is the illicit narcotics trade. 50 
The international criminal element has accomplished what would be 
reasonably predictable, and that is, once governments begin focusing on 
bank money-laundering, the criminal element moves their laundering to 
other commercial activities. 
Money-laundering strategies move to cash intensive businesses: 
casinos, bars, art dealers, rental outlets, restaurants and the like. Criminal 
money-laundering has also been involved in agricultural produce, white 
goods, real estate and non-ferrous metals/ gems.51 
Money-laundering has filtered into a variety of businesses in countries 
outside of the United States. The United States Treasurers Office of Foreign 
Assets Control (OFAC) specifically designates narcotics traffickers. The list 
consists of companies and individuals who the treasury believes are 
involved in Colombian drug dealing or money-laundering. In 1998 there 
were 496 such businesses and individuals named. The list included foreign 
athletic teams, various pharmaceutical and drug companies, radio 
broadcasting companies, investment companies, construction companies, 
real estate firms, wholesalers for grocery chains, agricultural firms, hotels 
and other service organizations and the like. 
50 Ibid, p. 44. 
51 Dirty Dealing: The Untold Truth About Global Money-laundering, Peter Lilley, 2000, pp. 47, 
66. 
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Money-laundering has cost nation-states such as Colombia, Russia 
and others dearly. The United States government realizes the threat to 
nations throughout the world. In a 1998 International Narcotics Strategy 
Report (published February 1999) the following comments were made: 
"Money-laundering has devastating social consequences and is a 
threat to national security because money-laundering provides the fuel for 
drug dealers, terrorists, arms dealers, and other criminals to operate and 
expand their criminal enterprises. In doing so, criminals manipulate 
financial systems in the United States and abroad. Unchecked, money-
laundering can erode the integrity of a nation's financial institutions ... 
Organized financial crime is assuming an increasingly significant role that 
threatens the safety and security of peoples, states and democratic 
institutions. Moreover our ability to conduct foreign policy and to promote 
our economic security and prosperity is hindered by these threats to our 
democratic and free-market partners."52 
The Fix 
U.S. government response to money-laundering has been slow. 
Before 1970, money-laundering meant taking money from phony "cash 
generating" businesses and depositing the funds in the nearest bank. 53 
Simply, money-laundering is ... "the use of money derived from illegal 
52 Ibid, p. 153. 
53 Business generating cash includes: restaurants, money changing businesses, auto sales 
and the like. 
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activity by concealing the identity of the individual who obtained the money 
and converting it to assets that appear to have come from a legitimate 
source."54 
The first domestic effort by the U.S. was the passage of the Bank 
Secrecy Act of 1970 (31 U.S.C. §5313). This Act required all banks to report 
currency or coin deposits of $10,000 or more.55 Unfortunately, there were 
few teeth in the legislation for banks failing to report qualifying deposits or 
encouraging deposits just short of the required reporting amount (e.g. 
$9,900). The legislation had failed to make money-laundering a crime. 
Not surprisingly, few prosecutions occurred in the 1970's for failure to 
comply with the Bank Secrecy Act. 56 Money launderers attempt to deposit 
their money into banking systems where they are not required to account 
for the source of the funds. International banking systems with banking 
laws providing for deposit confidentiality and supporting money-laundering 
have included: Switzerland, Cayman Islands, Bahamas or Hong Kong. s7 
Large numbers of banks hold charters in the Caymen Islands, Bahamas and 
Panama. These banks are convenient locations for depositing U.S. currency 
54 Money-laundering: A Guide for Criminal Investigators, J. Madinger & S. A. Zolopany, 1999, 
p. 13. 
55 Foreign Affairs, Jul/ Aug 1994, Vol. 73, Issue 4, p. 94, David A. Andelman, The Drug 
Money Maze. See also Money-laundering, Joan Madina, p. 27 and Drugs and Money, 
Robert E. Grosse, pp. 56-57 
56 Drugs and Money-laundering Latin American Cocaine Dollars, Robert E. Grosse, p. 54. 
57 Money-laundering: A Guide ... Madinger & Zolopany, 1999, p. 4. 
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generated from illicit drug sales. The islands are easily reached by many 
types of small aircraft flown from numerous locations in the U.S. 58 
In 1986, Congress responded to the growth of criminal organizations 
profiting from money-laundering by criminalizing money-laundering. It 
passed the federal Money-laundering Control Act of 1986 (18 U.S.C. §1956 
and 1957). (This law has been amended in 1988, 1992, 1994 and 1996).59 
In 1996, the Money-laundering Act was amended to add the Terrorism 
Prevention Act and the Health Insurance Portability and Accountability Act 
of 1996.60 The Terrorism Prevention Act added crimes relating to terrorism 
as "specified unlawful activity" subject to money-laundering sanctions Uail 
time and forfeitures)." The Health Amendment added health care fraud as a 
"specified unlawful activity'' with similar sanctions. 
The federal statute focuses on two key elements: ( 1) involvement of 
"financial institutions"; and (2) "specified unlawful activities". Because this 
is a criminal statute it must be specific in the conduct it criminalizes. Thus 
there are over 100 federal law offenses defining "specified unlawful activity''. 
Examples include: bribery, congressional or cabinet member assassination, 
counterfeiting, embezzlement, extortion and threats, fraud and false 
statements (fraudulent bank entries), mail fraud, bank fraud, weapons of 
. -
58 Drugs & Money, R. E. Grosse, 2001, p. 6. 
59 Money-laundering: A Guide for Criminal Investigators, Madinger & Zolopany, 1999, pp. 27, 
41. 
60 Ibid, p. 43. 
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mass destruction and many more. Federal prosecutors attack money-
laundering through financial institutions based on this statute. 
A person convicted under the Act could receive a prison term of 20 
years and fines of millions of dollars. The statutory definition of money-
laundering covers acts which occur in all three stages of the money-
laundering cycle (placement, layering and integration). 
U.S. Banking Loopholes/Correspondent Banking 
A United States Senate Subcommittee issued a minority report dated 
February 5, 2001, which concerned the involvement of some United States 
banks in money-laundering schemes. 
U.S. banks make money providing financial services to a number of 
customers. Correspondent banks are one such group. "Correspondent 
banking occurs when one bank provides services to another bank to move 
funds, exchange currency or carry out other financial transactions."61 A 
U.S. bank may begin a correspondent banking relationship with another 
bank. If the account involves a foreign bank, poorly regulated, poorly 
managed, maybe overtly corrupt and in a country or jurisdiction with little 
or no anti-money-laundering law the U.S. bank may find that it has 
provided access to the U.S. banking system to a money-laundering 
organization. 62 
6 1 Report, February 5, 2001, p. 1. 
62 Ibid, p. 1. 
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The typical U.S. bank relies on a bank's license as proof of good 
standing to establish a correspondent bank relationship. However, the 
minority staff found U.S. banks too often failed to conduct careful due 
diligence (investigations) of their foreign bank clients. 63 Correspondent 
banking relationships can be very profitable. 
Typical problem areas for U.S. banks involve: (1) failure of some 
banks to conduct systematic anti-money-laundering reviews of wire 
transfers even though a majority of correspondent bank transactions 
consisted of incoming and outgoing wire transfers; (2) U.S. banks not 
inquiring to what extent foreign correspondent banks were permitting other 
banks to use their accounts; and (3) inadequate review of bank applications 
for correspondent relationships when the applicant is not requesting credit 
or has few accounts. (The minority staff found better due diligence -
investigation, when a new applicant was also requesting bank credit or had 
a significant number of accounts). 
Correspondent banking relationships with U.S. banks are highly 
sought by non-U.S. banks due to the significant U.S. global business and 
trade transactions. Many large banks in large cities have several thousand 
correspondent banking relationships. The Senate minority staff determined 
that some money center banks process as much as $1 trillion in wire 
transfers daily. 64 
63 Ibid, p. 2. 
64 Ibid, p. 12. 
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The minority staff found three types of banks were very high risk for 
money-laundering potential: shell corporations, offshore banks and banks 
in non-cooperating jurisdictions. 
Shell banks have no physical presence in any jurisdiction. There are 
570 banks in the Cayman Islands and 75 are "shell banks". In the 
Bahamas, 75 banks are shell banks. These banks are usually without a 
physical location, staff or regular banking operations. Despite these limits, 
the minority staff found these banks handled millions of dollars suspected 
to originate in drug trafficking, financial fraud and other misconduct. 65 
These banks may have little or no regulation from any government. They 
may be customers of banks with a correspondent relationship with a U.S. 
bank and therefore unknown to the U.S. bank. 
Offshore banks have licenses which prohibit them from conducting 
business with citizens of their own licensing jurisdiction or using the local 
currency of the licensing jurisdiction. There were approximately 4000 
licensed offshore banks globally at the end of 1998: about 44% in the 
Caribbean and Latin America; 29% in Europe, 19% in Asia and the Pacific, 
and 10% in Africa and the Middle East. These banks are estimated to 
control nearly $5 trillion in assets.66 
Many offshore banks pose threats to the global financial community. 
The criminal element can acquire an offshore bank and use it to launder 
65 Ibid, p. 15. 
66 Ibid, p. 15. 
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drug money. The local (or licensing) authority has little interest in 
regulating its activities and indeed may profit from the banks' operations (or 
through employment and host country taxation). The Senate minority staff 
found bankers noting that if offshore banks had many American clients it 
was likely a tax evasion or investment scam.67 
Banks in non-cooperating jurisdictions mean banks which are 
licensed in jurisdictions which do not cooperate with international anti-
money-laundering efforts. The FATF (Financial Action Task Force on 
Money-laundering) is an international organization established to monitor 
and coordinate law enforcement activities concerning money-laundering. 
The FATF has members from over two dozen countries representing 
financial, regulatory and law enforcement disciplines. The FATF developed 
a set of 40 standards which serve as global benchmarks for evaluating a 
nation's anti-money-laundering efforts. 
The FATF, beginning in June 2000, publishes a list of countries (now 
numbering 15) and territories whose anti-money-laundering regulatory 
structure have "serious systematic problems" resulting in a determination of 
"un-cooperative" vis-a-vis international anti-money-laundering efforts. 
These countries include: the Bahamas, Cayman Islands, Cook Islands, 
Dominica, Israel, Lebanon, Liechtenstein, Marshall Islands, Nauru, Nice, 
Panama, Philippines, Russia, St. Kitts and Nevis and St. Vincent and the 
67 Ibid, p. 16. 
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Grenadines. The FATF publishes 25 criteria to evaluate for non-cooperating 
status.68 
Another global organization formed by industrialized nations of the 
world is INTERPOL. (International Criminal Public Organization - located in 
France). The purpose of INTERPOL is to create liaisons between member 
countries and law enforcement agencies.69 Members of INTERPOL exchange 
information about global criminal elements. 
The U.S. correspondent banking system is ripe or vulnerable for 
money-laundering schemes. There are 7 primary reasons for the 
vulnerability of the U.S. banks: (1) a history of weak investigation of 
correspondent bank relationships with other banks (technically called due 
diligence); (2) the lack of standards for correspondent bankers or 
relationship managers to report suspicious activity; (3) "nested 
correspondent". That is, undesirable bank customers (individuals or 
businesses) who are customers of the U.S. banks' bank customer; (4) foreign 
jurisdictions with weak regulatory enforcement or standard accounting 
standards; (5) bank secrecy laws; (6) cross border difficulties; and (7) U.S. 
legal barriers to seizing illicit funds in correspondent bank accounts.70 
The legal constraint is a limitation caused by the legal status of the 
bank account. Funds deposited in a correspondent bank are owned by the 
respondent bank that has opened the account and has signatory authority 
68 Ibid, p. 17. 
69 Money-laundering: A Guide for Criminal Investigators, Madinger & Zolopany, 1999, p. 5. 
70 Report, February 5, 2001, p. 26. 
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over the account. The result is the funds technically belong to the 
respondent bank not the banks' customer (who may be a money-laundering 
individual or business) (18 U.S.C. §984). However, if the respondent bank 
has "knowing involvement" or "willful blindness" the U.S. may seize the 
assets in the banks' account (18 U.S.C. §984[d]). A bank's defense is to 
prove it was an "innocent bank". That is, the bank was being used and had 
no knowledge of the illegal activities. 71 
The volume of business traveling through U.S. banks gives a picture 
of both the difficulty of monitoring money-laundering and the profit 
potential. The largest amount of money processed by a U.S. domiciled bank 
is over $1 trillion daily. Eleven banks (survey by the minority staff) 
processed over $50 billion in wire transfers in the U.S. each day; 7 banks 
process more than $100 billion each day. 72 
Forfeiture 
Federal law utilizes two legal approaches to seizing and restraining 
assets accumulated from illegal activity. Property can be seized from a 
person convicted of a drug crime for all property owned by the defendant 
that facilitates the crime or constitutes the proceeds of the crime. A civil 
forfeiture involves forfeiting all property involved in a money-laundering 
offense or the Bank Secrecy Act. 73 
71 Ibid, p. 42. 
72 Ibid, p. 19. 
73 Money-laundering, J. Madenga, 199, pp. 61 - 62. 
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Asset forfeiture is a government's economic attack on criminal 
activity. The theory is to take property (cash, cars, etc ... ) which has been 
tainted by criminal activity. The approach has two positive results: reduce 
the economic advantage of criminal activity and reduce the cost of law 
enforcement activity. 
Forfeiture can lead to abuse. Law enforcement can attempt to forfeit 
expensive cars and houses for minimal drug activity. 
International 
If domestic law starts to reorganize and prosecute money-laundering 
then a new strategy would involve use of foreign banks. Use of foreign 
banks would be especially advantageous to money-launderers if the 
supporting domestic laws permitted banks to conceal account owners 
identities. For some nations any money is useful money. (There is little 
incentive to scare off capital that might be used for local politicians, either 
individually or government projects). 
If the change is slow, it is because the recognition that dirty money 
has immense power to corrupt has come slowly to places where laundering 
and developing capitalism is cheerfully practiced. In business and banking 
centers around the world, especially those places which actively solicit 
international business, the prevailing philosophy has always been as one 
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banker put it, 'There is no dirty money or clean money, only money.74 
There is no global international law on money-laundering. The 
international efforts, such as they are, encompass specific bilateral or 
multilateral national agreements. International efforts use treaties, 
executive agreements, law enforcement (Interpol) cooperation and 
agreements to develop domestic anti-money-laundering laws. 
Interpol is a law enforcement organization which pools information 
from 168 member nations to track crime and criminals globally. Interpol 
attempts to educate various nations on criminal issues including money-
laundering. 
The United Nations also provides a source for encouragement for 
nations to adopt anti-money-laundering domestic legislations. However, 
such encouragement has fallen short. The U.N. does not provide 
enforcement for those nations not assisting with money-laundering 
investigations or prosecutions. Several governments have simply not signed 
the U.N. agreements. 
74 Ibid. 
The global attack on money-laundering has been a clear disaster. 
With over 700,000 wire transfers a day worth more than $2 
billion, we consider it is reasonable to estimate that a small 
percentage - less than 17% contain laundered funds. However 
this probably represents some $300 million every day. 
Globalization has turned the international financial system into 
a money launderer's dream and that criminal process siphons 
away billions of dollars per year from economic growth at a time 
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when the financial health of every country affects the stability of 
the global marketplace.75 
The U.N. has concluded, "The global fight against large-scale crime and the 
global drug problem coincides with the need for greater oversight of the 
global financial order." 
There is inadequate global coordination and cooperation concerning 
global crime and money-laundering. Some countries use bank secrecy laws 
to attract money. Money becomes a building block for national 
infrastructure development (or, in a negative sense, a source of money 
laundering, tax evasion, suspect funds, and corruption). The global system 
has no process or procedures to enforce existing agreements. The current 
global system is somewhat like the original Articles of Confederation 
between the original 13 colonies. Nations can agree or not. Small countries 
with small economies are little likely to unveil bank secrecy laws since they 
draw capital. If the nation has little other resources, any money, whether 
legal or illegal, is better than no money (especially with corrupt politicians). 
Thus, nations like Nigeria are feeding grounds for drug dealing and money-
laundering. In 1998, the International Narcotics Control Strategy Report 
described Nigeria as the "hub of African narcotics traffic". 76 
"(Nigeria's) gangs run networks that bring in much of the heroin 
which ends up in the United Stares. The Nigerian government has failed to 
make life difficult for international enterprises headquartered here and has 
75 Ibid, p. 285. 
76 Transnational Criminal Organizations, p. 285. 
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broken direct promises on extraditions and related actions ... A 1997 study 
found Nigeria to be the most corrupt nation on Earth."77 
Corruption 
Money-laundering has a latent corrosive effect on government. Some 
of the more latent issues deal with capital flight and tax evasion. Wealthy 
individuals send money to offshore banks and businesses because of the 
lure of tax-free investments. 
The totally disabling effect that global criminal organizations funded 
by money-laundering can have on a society is best viewed in examining the 
recent history of the nation state of Russia. A "confidential national 
criminal intelligence service report from the United Kingdom written in the 
late 1990's commented of Russia that ... The normal stable international 
banking business has become a dangerous place ... The economy's 
criminalization is so pervasive that there is often a fine line between 
gangsters, corrupt bureaucrats and the new entrepreneurs who find it 
virtually impossible to operate in Russia without breaking the law or having 
some contact with Russia's mafia. There is a crude view of business; 
disputes are settled with guns and the legal system is in a state of 
collapse."78 
The effects on the Russian economy have also been significant. The 
black market economy was in existence before the fall of the former Soviet 
11 Ibid, p. 285. 
78 Dirty Dealing: The Untold Truth About Global Money-laundering, Peter Lilley, 2000, p. 77. 
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Union in 1989. With the fall of the soviet system the black market or 
criminal underground has now become a part of the Russian economy. 
"Since 1992, it has been estimated that the equivalent of approximately 10 
billion per year (British pounds) leaves the country in capital flight. 
Simultaneously, the collapse of various Russian banks and organized 
criminal control of others, combined with a punishing fiscal regime, 
encourage normally law-abiding citizens to keep their money at home -
estimated at some 25 billion (British pounds).79 
Some have attempted to make estimates of the amount of global 
money laundered on an annual basis. On an annual basis, it is estimated 
$1.5 trillion is laundered each year. As a comparison, the GDP of the 
United States in 1998 was $8.511 trillion (concluding that approximately 
1 7% of the total GDP of the United States would be equivalent to the money 
laundered globally); the GDP of Switzerland is $191 billion, just 1 / 8th of the 
annual money-laundering figure. 80 
The authors note that the biggest source of police corruption in New 
York is organized crime. They note there is significant interest group 
activity by the law enforcement participants in the "drug war". Jobs are at 
stake, budgets, prestige and like advantages for the participants. 81 The 
authors note that public policy is starting to look towards drug courts in an 
79 Ibid, p. 78. 
8o Ibid, pp. 28 & 29. 
81 Economic Anatomy of a Drug War, D. W. Rasmussen & B. L. Benson, 1994, p. 130. 
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attempt to reduce the cost of incarceration and cost to the court system for 
the previous failed policies of the "drug war". 82 
Supporting the concerns of corruption, Elizabeth Joyce and Carlos 
Malamud write in Latin America and the Multi-National Drug Trade of the 
corruptive effects of the drug industry on society. The editors coin a term 
called "narcocracy''. N arcocracy is defined as low levels of narco-terrorism 
and high penetration by drug cartels into state apparatus including key 
sectors of the private sector and political parties. The editors note that 
there appears to be a concentration of users (22% of cocaine users make up 
70% of the total consumption). The editors warn that Latin American drug 
consumption is a greater problem in those countries than in European 
countries. The editors warn that Latin America countries must urgently 
address social policies to avoid the spread of political disintegration as has 
occurred in Colombia. 
The editors note that by the end of 1982, Colombian drug trafficking 
appeared to have reached its peak. Drug traffickers managed businesses 
which allowed them to import foreign exchange ranging between $800 
million and $2 billion dollars (approximately 10 - 25% of Colombia's total 
exports). Those involved reflected their wealth by building luxury homes, 
buying luxury vehicles, security systems and arms imported from the 
United States. The drug traffickers, to cover their misdeeds, financed 
s2 Ibid, p. 205. 
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newspapers, donated dwellings, built parks, paid high salaries and bought 
the loyalty of employees and the poor. As a result, Colombia was decertified 
in 1996. 
The editors note that a weak judicial system is a significant factor 
prohibiting Colombia from pursuing an autonomous anti-drug policy. The 
authors note that Colombian organized crime has had a devastating effect 
on the judicial system by murder, bribery and other illegal activities. The 
editors note that organized crimes' effects on bribing witnesses, judges and 
prosecutors have been profound. The editors note that perhaps 10% of 
Colombia's gross domestic product is earned from the illicit drug business. 
An additional 6% - 7% of Colombian income is earned from people employed 
in work tangential to the illicit drug industry. These people are involved in 
construction businesses, retail businesses of luxury homes and consumer 
goods and other related businesses. 
The warning that a failed drug policy presents can no better be put 
than by editors Joyce and Malamud ( 1998) in Latin America and the Multi-
National Drug Trade: 
... The world of drugs, or other criminal conduct, offers rivaled 
opportunities. Use of violence, intimidation and blackmail 
becomes a forum of conduct, which effects even sectors not 
linked to drugs. Life is devalued. Honesty and hard work 
become virtues of the past. Entire families are criminalized. 
Public spirit and respect for law and authority deteriorate. New 
role models are created as criminals appear as successful and 
internationally recognized businessmen who have overcome 
countless national and international obstacles. They appear as 
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excellent family men, good friends and generous citizens. It is a 
huge distortion of reality.s3 
They further note that even the threat of drugs has concerned former 
President Ronald Reagan: 
" ... President Reagan went even further by stating that drugs 
constituted a threat to the United States. In reality, democracy 
is at risk if there is not an intelligent response soon, one that is 
appropriate to the nature of the danger which one seeks to 
thwart. "84 
83 Latin America and the Multi-National Drug Trade, Editors: Elizabeth Joyce & Carlos 
Malamud, 1998, pp. 8 - 11. 
84 Ibid. 
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CONCLUSION AND RECOMMENDATIONS 
Policy Alternatives 
Sometimes Americans seem to need "shock therapy'' before they 
become motivated to take action. It is becoming clearer to Americans that 
the current drug policies like the previous welfare policies have failed. 
There are other policy alternatives that could be considered. Certainly, 
there are a multitude of variations from abolition of drugs to total 
legalization of all drugs. Two policy alternatives are presented to examine 
some of the arguments. 
Legalization 
Douglas Husak ( 1992) in his book, Drugs and Rights, argues for the 
"legalization" of drugs. The author makes his argument based on two 
sources: (1) the philosophical background of utilitarianism and John Stuart 
Mills' works; and (2) the legal position that government should not infringe 
upon the rights of individuals unless there is a significant societal interest. 
As a preliminary to his major thesis, Mr. Husak seems to assume that 
the drug war has been expensive and futile and therefore should be 
stopped. Mr. Husak knows the increasing numbers of drug arrests, costs of 
punishment and asserts that these are attacks upon individual's civil 
liberties. The arguments are attractive in a philosophical and individual 
sense. His argument is, unless there can be shown a harm to others, an 
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individual should be able to do whatever the individual wants without 
government intervention. Husak bolsters his arguments with assertions 
that some drugs are no more addictive than nicotine, alcohol or caffeine. 
Husak argues that drug use is no more harmful to adults than other 
risk activities such as snow skiing, bunji jumping, mountain climbing and 
other similar activities. 85 Husak also asserts that nicotine causes between 
350,000 and 430,000 deaths annually, the next highest number of fatalities 
is alcohol with between 50,000 and 200,000 annual deaths.86 
Husak notes that drugs are addictive but he argues that addiction is a 
matter of definition and degree. He argues that the drugs are not relatively 
addictive. 87 
Husak also argues that the possession of drugs is similar to the 
possession of guns because they are both civil liberty issues.88 He contends 
that an individual drug user harms no one else. 89 
Husak also argues that decriminalization would reduce systemic 
violence.90 By systemic violence, Husak means dealer vs. dealer homicides. 
Husak further argues that there is no study that shows drug use creates 
predatory crimes. 
85 Drugs and Rights, D. Husak, 1992, p. 90. 
86 Ibid, p. 95. 
87 Ibid, pp. 105 - 130. 
88 Ibid, p. 148. 
89 Ibid, p. 165. 
90 Ibid, p. 199. 
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Husak ( 1992) attempts to make a distinction by claiming that 
decriminalization would allow some regulation.91 Husak would retain limits 
on persons driving92, adolescents93 , use the alcohol model for restrictions94 
and Husak argues that drugs should be taxed.95 Husak cautions persons 
not to misinterpret his analysis. He notes the following: first, his conclusion 
that there is a moral right to use drugs does not amount to advocating drug 
use. He also notes that the advocation of a moral right does not end the 
discussion; second, because he concludes that adult use of recreational 
drugs is protected by moral right does not entail that drug use is beyond 
moral reproach. 96 
In her book, The Dilemma of Drug Policy in the United States, Ms. 
Sharp ( 1 994) noted that legalizers argue that the taxation of marijuana 
could bring in $11 billion annually as tax revenues. 
Medical Approach 
Alcoholism is treated as a disease and given a medical treatment. 
Those arguing for a medical approach to drug treatment argue that the 
same approach should follow. Those addicted to drugs should be treated as 
any other addict and provide medical treatment. 
9 1 Ibid, p. 209 - 211. 
92 Ibid, p. 230. 
93 Ibid, p. 243. 
94 Ibid, p. 226. 
95 Ibid, p. 228. 
96 Ibid, pp. 252 - 254. 
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Indeed, the British experimented with a medical approach with a 
program for heroin addicts. The British allowed heroin addicts to receive 
heroin from a physician to reduce the illegal business profits taken as a 
result of addicted individuals. The Swiss believed the program was 
successful and they adopted the British medical program. 
Generally, the data appear inconclusive with regard to the affects of 
treatment. However, an under-funding of treatment may be from a lack of 
available data defining the success or failure of drug treatment programs. 97 
In fact, the author found that some studies indicated individuals left the 
drug scene from a maturing process.98 
The U.S. approach to a national drug policy has many similarities to 
the Vietnam War. The Vietnam War had undefined political objectives. The 
military strategy was limited by the political objective. The political 
objectives were based on an inappropriate political theory (domino theory) 
and inadequate understanding of local politics. 
Western European Drug Policies 
It is not the purpose of this paper to compare and contrast illicit drug 
usage in the United States with Western Europe. Such a study would 
consider a plethora of demographic characteristics. However, it is the 
purpose of this paper to view the public policy response to drug problems in 
Western Europe. If the public policy is different, then it gives the United 
97 The Dilemma of Drug Policy in the United States, E. Sharp, 1994, pp. 67 - 87. 
98 Ibid, p. 87. 
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States policy makers an opportunity to study different approaches. If the 
public policy is similar, it will allow the United States to compare and 
evaluate similar programs for efficiency. 
The United States relies primarily on law enforcement to support an 
abolitionist public policy. Western Europe has considerable variation from 
abolition to harm-reduction-oriented policies largely related to the spread 
the AIDS. A common element driving drug issues for the public policy 
maker include: criminal activity (including money-laundering), AIDS, 
corruption and other similar social problems. 
If one were to study the contrasting approaching to the illicit drug 
issues, one would find different perceptions of the nature of the problems. 
For some countries, illicit drug use/ abuse is a public health concern; for 
others, a moral issue. Some countries view drug related crime as a function 
of other social factors such as poverty, unemployment, alienation and 
similar social issues. 99 
The Netherlands and Spain are most strongly identified with tolerant 
drug policies. Italy has vacillated from one side to another. In 1990, Italy 
reestablished criminal penalties for drug possession that were abolished in 
1974, only to decriminalize drug possession in 1993. 100 
Spain appears to be the only country in Europe in which drug 
possession or use is not subject to criminal sanctions. Spain has penalties 
99 Rand Study, Comparing Western European and North American Drug Policies, An 
International Conference Report, P. Reuter, M. Falco, & R. MacCoun, 1993, p. 10. 
100 Ibid, p. 10. 
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for drug dealing. At the opposite end of the policy spectrum are Northern 
European nations: France, Germany and Scandinavian countries. These 
countries closely resemble the American prohibitionist model. Great Britain 
falls between the two groups. The British approach drug use from the 
perspective of harm-reduction to individuals. The British have studied a 
medical approach to drug policy issues. A medical approach focuses on the 
addictive properties of drugs and treats the addiction as a medical issue. 
The British system has taken a harsh line against drug traffickers. 
The Rand Report noted that a common feature of the drug policy on 
both sides of the Atlantic was the concern about the role of foreigners as 
principal drug traffickers. In the United States, Colombians were seen as 
the major traffickers; Pakistanis in Great Britain; Iranians in Switzerland; 
and Turks in Germany.101 
Despite significant variation in enforcement of drug laws, no 
European country relies as heavily on criminal law sanctions for reducing 
drug abuse as the United States. 102 In Germany, a prohibitionist state, the 
judges are moving to a position that prison is not the right place for people 
with drug problems. The debate in Germany is focusing on whether 
marijuana possession should be exempt entirely. Early in 1992, a German 
appeals court judge overturned a lower-court conviction for marijuana 
101 Ibid, p. 14. 
102 Ibid, p. 15. 
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possession based on the premise that the state allows the sale of alcohol, 
which was not subject to criminal sanctions. 103 
Several German cities and those in the Netherlands have petitioned 
the International Narcotics Control Board of the United Nations to request 
the removal of marijuana from international drug treaties. 104 
A common ground established on both sides of the Atlantic appears to 
be that prevention programs, aimed primarily at adolescents are an 
important element of an effective long-term strategy for reducing national 
drug problems. 105 In Western Europe, the highest priority in setting illicit 
drug policy is to reduce the harms that arise from drug abuse, especially 
AIDS. 106 Some countries, Canada and the Netherlands, have explicitly 
linked policy making for alcohol and/ or cigarettes with that for illicit 
drugs.101 
Insufficient study has been done on policy effectiveness. The United 
States is alone in its heavy reliance on criminal law to eliminate drug use. 
In Europe, the effects and efficiencies of policies are not clear. Norway, 
which has a prohibitionist view and the Netherlands which has a rather 
tolerant view have only modest drug problems. However, tolerant Spain and 
prohibitionist France have quite severe problems. It may be that the most 
103 Ibid, p. 15. 
104 Ibid, p. 16. 
105 Ibid, p. 23. 
106 Ibid, p. 24. 
107 Ibid, pp. 24 - 25. 
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important differences may be the functioning and stability of families and 
social structure. 1os 
In the July 13, 2001, Des Moines Register opinion page, titled: "Drugs 
- the view from Britain, Logic of legalization gains favor, but United States is 
an obstacle", the author quoted Sir David Ramsbotham, the outgoing Chief 
Inspector of Prisons as follows: "The more I look at what's happening, the 
more I can see the logic of legalizing drugs, because the misery that is 
caused by the people who are making criminal profit is so appalling and the 
sums are so great that are being made illegally. I think there is merit in 
legalizing and prescribing, so people don't have to go and find an illegal way 
of doing it." Further, the former Home Secretaries Lord Jenkins and Lord 
Baker and outgoing British "drug czar" Keith Hellawell have all called for a 
debate on decriminalizing so-called "soft drugs". New Home Secretary, 
David Blunkett, has given his support to a local experiment in South 
London where police will simply caution people found with marijuana. 109 
Recommendations 
U.S. drug policy must be reinvented and reviewed from top to bottom 
(comparable to the business concept of Zero Based Budgeting; justifying 
108 Ibid, p. 25 
109 Des Moines Register, July 13, 2001, Drugs-the view from Britain, Gwynne Dyer, p. 1 lA. 
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corporate budget from top to bottom yearly). The manager must always 
justify elements of the budget-in essence, ask why. 
Drug policy is a complex global issue. Illicit drugs are a huge global 
business. The U.S. has many illicit drug policy choices: abolition to total 
legalization. It must also consider whether it acts above or in concert with 
other nations globally. 
Aside from the social issues involved with illicit drug use is the 
staggering economic effect of the drug business and associated money-
laundering business. One estimate places the figure for global drug money-
laundering at $1.5 trillion annually or 17% of the U.S. 1998 GDP! 
Current public policy treats the drug issue like the policy towards the 
Vietnam War - bad facts, bad political theory, bad result. We know that 
alcohol prohibition was a failure. Prohibition created a huge financial 
underworld with associated violent criminal activity. Alcohol prohibition 
was terminated. We know alcohol is addictive. We know alcohol 
contributes ten times the violent offenders in the State of Iowa as drugs. 
Alcohol and tobacco kill more people than drugs. Drugs are outlawed; 
alcohol and tobacco are not. 
In comparison to other Western European countries, the U.S. stands 
at the most extreme position on its public policy on illicit drugs: abolition -
criminal sanctions. The supply of illicit drugs into the U.S. seems to have 
increased over the last twenty years; the cost of illegal drugs is reported to 
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have declined over the last twenty years. The current illicit drug policy has 
failed. Worse, it unknowingly or unwittingly creates the biggest threat to 
freedom and democracy since World War II! 
A government should have laws which provide safety to its citizens. 
Therefore, citizens should expect its government to provide scientific 
information demonstrating the risk that illicit drugs create. 
Business has a principal called "Zero Based Budgeting". This concept 
requires a business to rejustify all expenses on an annual basis, something 
like cleaning house annually. The United States is at a historic time to 
reexamine its drug policy. If it does not, severe consequences may result 
(corruption on a magnitude unimaginable). 
First, the United States should initiate a true global conference on 
drug issues. The agenda must include scientific studies on the effects of 
drugs on humans. If people have different tolerances or reactions it must 
be discussed. 
We must begin a global discourse on drug policy. The policy must 
take into consideration different cultures, religious beliefs and other factors 
unique to global nations. The policy needs to examine the global economic · 
implications of current drug_policies, an? the effects on the integrity of 
government and the global financial system (from tax evasion, securities 
fraud and other dishonest conduct). 
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Global nations must consider policy implementation strategies. For 
example, if abolition were adopted, global standards on money-laundering 
must be established. Sanctions for failure to comply or cooperate must be 
fixed. Bank secrecy laws and privacy laws must be balanced with the need 
to eliminate crime and attendant corruption. Global laws on securities 
fraud and tax evasion schemes could be attained. If legalization were 
adopted, then policies on drug quality (alcohol model-certain level of 
alcohol percentage in beverage) should be adopted; production and 
distribution systems created; prevention strategies (age limits considered); 
and rehabilitation systems created. 
Second, and simultaneously, the United States should study its own 
drug laws and the basis for each. Information seems to indicate that 
marijuana has no serious medical consequences. Marijuana was outlawed 
in 1945. Two former U.S. Presidents commissioned studies of marijuana 
and recommended legalization. If true, is this information generally known 
to the public? Or, is the public's perception that of an egg in a frying pan 
and a narrator representing that marijuana has the same effect on your 
brain? No one can vote for a policy if false information is overwhelming the 
market. 
Two groups of scientists, operating independently, and without 
conflicts of interest (i.e., no biased funding source) should be required to 
evaluate two factors on all illicit drugs: addictive properties and harmful 
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effects on humans (also, as compared to effects from alcohol and tobacco). 
Once the scientists have reported back, the new information, combined with 
the study of the history of the drug laws should allow policy makers 
sufficient information to propose new policies to the public. 
If abolition is approved, new laws will be required to address failures 
in the current system. Money-laundering legislation needs to be expanded 
to include misconduct in business as well as banking. Coordination on a 
global basis is essential. New barriers will need to be created to interdict 
supply and increase demand reduction. 
If legalization is approved, similar implementation strategies will be 
necessary domestically as noted globally (quality, distribution and 
production systems, age limits, etc.). Legalization should not be an 
invitation to encourage consumption. Marketing must be very restricted 
(regulated) and prevention programs, such as the DARE (Drug Awareness 
and Resistance Education) program, be funded. 
Third, education must be offered to the public on a wide variety of 
drug policy issues: addiction, safety, moral and others. The public must 
know that there are possibilities other than abolition or legalization. For 
example, issues about cost/benefit should be explored under a "medical 
approach". Risks need to be discussed about various policies. 
Fourth, a new policy, coordinated with the global conferences, should 
be selected. Implementation strategies need to be carefully studied, 
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selected, and implemented. The public must be informed about the relative 
addictive properties of substances. It is one thing to legislate about a 
substance that "fries your brain" and another to consider incarcerating 
someone who uses a substance that is less harmful than alcohol. 
As an example, assume abolition is selected. · Implementation 
strategies must involve consideration of the most efficient strategies to 
interdict supply and reduce demand. Legal processing and detention 
techniques have to be considered. One projection noted if the U.S. 
continued to incarcerate people at the current rate, by the year 2050 more 
people would be in jail in the U.S. than out of jail. 
The counter-attack to money-laundering must be designed. It is clear 
that money-launderers are like bacteria - once a legal device attacks money-
laundering at banks, money-launderers divert to other techniques - enter 
"legitimate" businesses or create sham businesses (boiler-room securities 
dealers, investment scams and others). 
As an alternative example, assume that legalization is selected. Again 
implementation strategies need to be addressed. Issues to be resolved: 
which drugs (all?) are to be legalized; what age restrictions (alcohol model); 
what quality standards should be adopted; and, what preventive measures 
will be commenced, continued or initiated? What services will be provided 
to those abusing such substances (is the medical model adopted)? 
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Over one-half of the profits from money-laundering is generated from 
the drug trade. Under a legalization or medical strategy, it is likely that 
prices and profits from the illegal distribution of illicit drugs will collapse. 
Denmark seems to be one of the few countries with no money-laundering. 
Could this be due to the permissive environment? If the drug trade is 
eliminated transnational criminal organizations will be financially ruined. 
Funds will be available for legitimate business; confidence in the global 
financial markets will be restored (capital flight ends); new tax revenues will 
be generated for public services (prevention and treatment programs) and 
other resources can focus on other social problems. 
The threat to democracy and world stability from the financial aspects 
of the illicit drug industry is overwhelming. It has not received the attention 
of policy makers that is necessary relative to the threat. The public needs to 
be adequately informed. Interest groups profiting from the current failed 
policy (like interest groups from the failed welfare policy prior to 1994) will 
fight change. Those advocating a reanalysis will be attacked politically and 
personally. However, the threat is so imminent and overpowering to 
demand attention from risk-takers willing to expose a failed strategy and 
call for a new public policy after completing steps 1 - 3. 
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